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SUB J : BRAZILIAN ECONOMIC INDICATORS 

REF.: RIO DE JANEIRO 2454 

SUMMARY: RECENT DATA ON 1977 BRAZILIAN ECONOMIC PERFORMANCE 
INDICATES THAT SEVERAL SECTORS ARE EXPERIENCING A "COOLING 
OFF". PRICES, HOWEVER. CONTINUE TO RISE RAPIDLY (AT AN ANNUAL 
RATE OF CLOSE TO 50 PERCENT). MONEY SUPPLY (Ml) EXPANSION 
APPEARS TO BE WITHIN THE GOB MONETARY BUDGET LIMITS BUT 
COMMERCIAL BANK LENDING IS HIGHER THAN ANTICIPATED. THE TRADE 
ACCOUNT FOR THE FIRST FIVE MONTHS OF THE YEAR IS REPORTEDLY 
IN SURPLUS. END SUMMARY. 

1 . INDUSTRY: IN SEVERAL SECTORS THERE IS EVIDENCE OF A SLOWDOWN 
IN ECONOMIC ACTIVITY. AUTO VEHICLE PRODUCTION THROUGH APRIL 
WAS 292,000 UNITS, 7 PERCENT BELOW THE 1976 TOTAL. VEHICLE 
SALES FOR THIS PERIOD ARE DOWN 10 PERCENT. A PROMINENT BRAZILIAN 
LABOR UNION OFFICIAL ESTIMATED THAT 10,000 OF THE 120,000 
EMPLOYEES IN THE SAO PAULO AUTO SECTOR HAVE BEEN LAID OFF. 
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IN THE HEAVY MACHINERY SECTOR THE VOLUME OF ORDERS WAS REPORTEDLY 
OFF 11.3 PERCENT FOR THE FIRST THREE MONTHS OF 1977 (COMPARED 
TO JAN.-MARCH 1976). FIRST QUARTER SALES OF MANY ELECTRO-DOMESTIC 
PRODUCTS ARE DOWN, PARTICULARLY AIR CONDITIONERS (- 29.5 PERCENT 
IN VOLUME). AND TELEVISION SETS (- 13.1 PERCENT). SAO PAULO 
RETAIL SALES DECLINED 2 PERCENT IN NOMINAL TERMS FROM MARCH 
TO APRIL; THE APRIL 1977 SALES WERE 40 PERCENT (NOMINALLY) 
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ABOVE APRIL, 1976 TOTALS. 

2. THERE WERE INDICATIONS OF CONTINUED EXPANSION IN SOME SECTORS. 
INDUSTRIAL CONSUMPTION OF ELECTRIC ENERGY IN THE RIOA-SAO PAULO 
AREAS WAS UP 17.7 PERCENT FOR THE MONTH OF APRIL FROM A YEAR 
AGO (AND 13.5 PERCENT FOR THE FIRST FOUR MONTHS OF 1977). 

3. STEEL PRODUCTION IN GOB-OWNED MILLS (WHICH ACCOUNT FOR 
APPROXIMATELY 55 PERCENT OF TOTAL BRAZILIAN STEEL PRODUCTION) 

WAS UP 31 PERCENT FOR THE JAN.-APRIL PERIOD; PRODUCTION FROM 
PRIVATE MILLS INCREASED 8 PERCENT. THIS HIGH RATE OF GROWTH IN 
THE STATE MILLS - A RESULT OF BRINGING NEW CAPACITY ON STREAM - 

15 EXPECTED TO SLOW SOMEWHAT IN THE SECOND HALF OF THE YEAR. 
CONSIDER (THE GOB AGENCY THAT ADMINISTERS THE STATE-RUN STEEL 
PLANTS) IS PREDICTING A 20 PERCENT INCREASE (TO 1 1.1 MILLION 
METRIC TONS) IN OVERALL 1977 BRAZILIAN STEEL PRODUCTION. 

4. INFLATION: AS MEASURED BY THE GENERAL PRICE INDEX, 

ACCUMULATED INFLATION FOR THE FIRST FOUR MONTHS OF THE YEAR WAS 

16 PERCENT. THE PRICE INDEX RISE FOR MAY IS WIDELY ESTIMATED TO 
BE 3.2-3. 5 PERCENT, BRINGING THE TOTAL INCREASE FOR THE FIRST 
FIVE MONTHS OF 1977 TO 20 PERCENT. IN APRIL, AS IN EARLIER 
MONTHS, INCREASES IN FOOD PRICES OUTPACED THE OVERALL INDEX 
RISE. RECENTLY, THE PRESIDENT OF THE BANCO DO BRASIL REPORTEDLY 
STATED THAT A GOOD RESULT FOR BRAZILIAN INFLATION THIS YEAR 
WOULD BE 40 PERCENT. 

5. MONEY SUPPLY: THROUGH MAY 17, THE MONEY SUPPLY (Ml) HAD 
REPORTEDLY INCREASED 0.9 PERCENT THE THE 1976 YEAR-END TOTAL. 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 RIO DE 02630 081904Z 

THE MONETARY BUDGET CALLS FOR AN EXPANSION OF 1.2 PERCENT THROUGH 
MAY 31. (SEEMINGLY LOW INCREASE IS DUE TO THE USUAL SOPPING-UP 
OF THE SEASONAL BOOST IN MONEY TO MEET YEAR-END LIGUIDITY DEMAND.) 
COMMERCIAL BANK LEADING (AS OF MAY 17) TOTALLED CR$3()8 BILLION, 

7.3 ABOVE THE LEVEL PROJECTED IN THE MONETARY BUDGET. BY EARLY 
JUNE, HOWEVER, COMMERCIAL BANKERS WERE REPORTING A FALL-OFF IN 
LOAN DEMAND. REPORTEDLY, MAY 17 BANCO DO BRASIL LENDING WAS 
CR$238 BILLION, SLIGHTLY BELOW THE BUDGET LEVEL. ACCORDING TO 
RECENT NEWSPAPER REPORTS, THE MONETARY BUDGET WILL BE REVISED 
IN MID- JUNE: LENDING TARGETS WILL BE REDUCED. THE REASON FOR 
THE CUTBACK IS THE UNEXPECTEDLY LOW LEVEL OF PRIOR DEPOSITS 
FOR IMPORTS. 

5. EXTERNAWL SECTOR: IN COMMENTS TO REPORTERS, FINANCE 
MINISTER SIMONSEN STATED THAT IN MAY, FOR THE SECOND CONSECUTIVE 
MONTH, THE TRADE ACCOUNT WAS IN SURPLUS AND THAT, IN FACT, 

THE ACCUMULATED BALANCE FOR THE FIRST FIVE MONTHS WAS A SURPLUS. 
(THE 1977 TRADE BALANCE THROUGH APRIL WAS A $78 MILLION DEFICIT). 
(REFTEL). 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


SIMMONS 


UNCLASSIFIED 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC TRENDS, PRICE INDEXES 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 08-Jun-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 -Jan-1 960 12:00:00 am 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977RIODE02630 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770205-0310 

Format: TEL 

From: RIO DE JANEIRO 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770678/aaaacqhd.tel 

Line Count: 117 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: cc80a182-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EB 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: 77 RIO DE JANEIRO 2454 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 05-Nov-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2228610 
Secure: OPEN 
Status: NATIVE 

Subject: BRAZILIAN ECONOMIC INDICATORS 
TAGS: EGEN, ECON, BR 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/cc80a182-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



